Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 


Message Text 


CONFIDENTIAL 

PAGE 01 QUITO 04149 2I19I9Z 

50 

ACTION ARA-20 

INEO OCT-OI ISO-00 AID-20 IGA-02 EB-II COA-02 L-03 SP-03 

CIAE-00 MMS-03 CU-04 AGR-20 COME-00 NSC-07 OMB-01 

OPIC-12 TRSE-00 DRC-OI ARAE-00 RSC-OI /IIIW 

II 1955 

P21I819ZJUN74 

PM AMEMBASSY QUITO 

TO SECSTATE WASHDC PRIORITY 1494 

CONPIDENTIAL QUITO 4149 

E.O. 11652: GDS 

TAGS: EAID, EC, PFOR, EFIS, MASS 
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REF: A. STATE 129389; B. QUITO 3801 

1. WE WERE PLEASED WITH THE CONCLUSIONS ARRIVED IN THE PRE- 
IG TO RECOMMEND TO THE IG ACCEPTANCE IN PRINCIPLE OP OUR 
SEVEN-POINT PROPOSAL. WE ARE ALSO IN ACCORD WITH SHIPTING 
RESPONSIBILITY POR CAPITAL INPUTS AND LOCAL COSTS OP AID 
PROJECTS TO GOE. USAID IN PART HAS ALREADY TRANSFERRED 
LOCAL COSTS TO GOE. STARTING IN CY 1975 LOANS 032, 033, 

AND 034 WILL NO LONGER PINANCE OPERATING COSTS (SEE QUITO 
3656). ALL OTHER ACTIVE LOANS FINANCE LARGELY EXTERNAL 
COSTS. 

2. WE REMAIN CONVINCED HOWEVER THAT CAPITAL ASSISTANCE 
LOANS DURING THE CASP PERIOD ARE AN ESSENTIAL ELEMENT IN 
OUR STRATEGY. ELIMINATION WOULD SEVERELY UNDERCUT OUR 
NEGOTIATING GAME PLAN TO SELL THE GOE ON LOAN PINANCING 
TECHNICAL ASSISTANCE PROJECTS WHICH UP TO NOW WERE GRANTS. 
WE WANT TO USE LIMITED CAPITAL INPUTS OP NEW LOANS AS 
CARROTS POR ACCEPTANCE BY THE GOE OP THE SHIPT FROM GRANT 
TO LOAN FUNDING BY COUPLING ON-GOING TECHNICAL ASSISTANCE 
TO AN INTEGRATED CAPITAL ASSISTANCE LOAN PROJECT. OUR 
STRATEGY IS PREDICATED ON CONDITIONING THE GOE DURING 
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WOULD BE LIMITED TO LOAN FINANCING OF TECHNICAL SERVICES. 
(OUR DEFINITION OF TECHNICAL SERVICES INCLUDES RELEVANT 
PARTICIPANT TRAINING OUTSIDE ECUADOR.) WE THEREEORE 
BELIEVE IG SHOULD NOT IMPOSE A CONDITION OE NO CAPITAL 
ASSISTANCE LOANS AND WE URGE THAT IT DO NOT. HOWEVER, 

WE ARE IN AGREEMENT TO ELIMINATE CAPITAL INPUTS IN LOANS 
AT THE END OF THE CASP PERIOD. 

3. IN ADDITION, WE NEED PROMPT APPROVAL PREVIOUSLY SUB- 
MITTED EDUCATION PROPS WHICH WE WILL USE TO INITIATE 
EDUCATION SECTOR CHANGEOVER NEGOTIATIONS IN ACCORDANCE 
WITH TIME FRAME STATED IN REE B, PARA 17 AND ACCEPTED BY 
PRE-IG IN REF A. 

4. WE NOTE THAT THE LOAN TO EISHING INDUSTRY IS TIED TO 

"TO IMPLEMENT A NEGOTIATED SETTLEMENT OF FISHING DISPUTE." 
WE WOULD NOT WISH TO LINK LOAN TO THE FISHING INDUSTRY 
DIRECTLY TO "SETTLEMENT" OF THE FISHING DISPUTE. OUR 
EFFORTS HAVE BEEN AIMED AT AN INTERIM AGREEMENT BECAUSE 
OF OUR BELIEF THAT A SETTLEMENT, WITH ALL THE EINALITY 
THAT WORD IMPLIES, WILL ULTIMATELY BE REACHED ONLY IN 
AN INTERNATIONAL UNDERSTANDING, AND NOT THROUGH A BI- 
LATERAL OR INDUSTRY-TO-INDUSTRY ARRANGEMENT. A LOAN 
HELPING DEVELOP THIS INDUSTRY CAN BE A USEFUL TOOL IN 
HELPING PROMOTE FURTHER EORWARD MOVEMENT, ONCE THERE IS 
CLEAR EVIDENCE OE SIGNIFICANT PROGRESS ALREADY HAVING BEEN 
MADE. 
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